
STATE OF SOUTH CAROLINA )    
     )      MEMORANDUM OF UNDERSTANDING 
COUNTY OF CHARLESTON ) 
 
 THIS Memorandum of Understanding is entered into this ____ day of 
_____________2020, by and between the City of Charleston (the “City”), and the 
Charleston Citywide Local Development Corporation (the “LDC”), (collectively the 
“Parties”).   
 

WHEREAS, the U.S. Department of Commerce, Economic Development 
Administration (the “EDA”), has awarded the City of Charleston Financial Assistance 
Award No. 04-79-07537 in the amount of $935,000 for a revolving loan fund (the “Grant 
Award”) under the Coronavirus Aid, Relief, and Economic Security (CARES) Act 
Revolving Loan Fund Supplemental Disaster Recovery and Resiliency Awards; and 

 
WHEREAS, pursuant to the Grant Award, the funds shall be used to capitalize a 

revolving loan fund (CARES Act RLF) for loans to borrowers located within Charleston 
County, South Carolina, to alleviate economic dislocation caused by the coronavirus 
(COVID-19) pandemic and its aftermath, to provide permanent resources to support 
economic resiliency, and to further the long-term economic adjustment objectives of the 
region; and  

 
WHEREAS, in order for the City to comply with the EDA Grant Award 

requirements, the City and the LDC agree that the LDC shall act as the City’s agent for 
purposes of managing and administering the CARES Act RLF; and 

 
WHEREAS, the Parties desire to enter into this Memorandum of Understanding 

to set forth their respective duties, obligations and liabilities with regard to the Grant 
Award. 
 

NOW THEREFORE, for and in consideration of the mutual promises, covenants, 
and conditions as are hereinafter set forth, it is agreed, by and between the Parties, as 
follows: 
 

1. The recitals set forth above are incorporated by reference as if fully set 
forth herein and made a part hereof. 
 
2. The LDC agrees to manage and administer the Grant Award and the 
associated CARES Act RLF for the benefit of the City by providing loans to 
borrowers located within Charleston County, South Carolina, for the uses set forth 
in the Authorized Scope of Work approved for this Grant Award. 
 

a. Given the City of Charleston’s role as grant applicant, and the 
partnership between the LDC and the City in administering other EDA 
RLF funds, LDC will coordinate directly with City staff to give extra 
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consideration and priority to prospective borrowers located within the 
City of Charleston. 
 

b. During the initial round of lending (the “Disbursement Phase”) under 
the CARES Act RLF, LDC will be reimbursed for administrative costs 
directly through the EDA Grant Award funds designated for such 
purpose by the EDA. During the supplemental round of lending when 
RLF funds are re-lent to new borrowers (the “Revolving Phase”), 
interest (no greater than 4%) and origination fees earned (no greater 
than 1%) will be used to reimburse the LDC for administrative costs. 
 

c. The CARES Act RLF will be administered and executed in accordance 
with the plans and amendments approved by the EDA and jointly 
submitted by the City of Charleston and the LDC. 

 
3. The LDC shall manage and administer the CARES Act RLF on behalf of 
the City of Charleston and shall abide by all the terms and conditions of the Grant 
Award, including but not limited to, the following documents attached hereto as 
Exhibit A and incorporated herein by reference (the “Grant Award Documents”): 

a. Financial Assistance Award No. 04-79-07537 (Form CD-450);  
b. EDA Specific Award Conditions; 
c. EDA Revolving Loan Fund Standard Terms and Conditions dated 

April 30, 2019;  
d. U.S. Department of Commerce Financial Assistance Standard Terms 

and Conditions; 
e. U.S. Department of Commerce Office of Inspector General Fraud 

Awareness Training EDA CARES Act Assistance FY 2020; 
f. 2 CFR Part 200, Uniform Administrative Requirements, Cost 

Principles, and Audit Requirements, as adopted pursuant to 2 CFR 
§1327.101. 

 
4. Pursuant to the terms and conditions of the Grant Award Documents, the 
LDC agrees to fulfill the specific duties described in Exhibit B, attached hereto 
and incorporated herein by reference. 
 
5. The LDC hereby indemnifies the City with respect to any and all matters 
directly or indirectly arising in any manner out of the matters contemplated by 
this Memorandum of Understanding.  
 
6. This Memorandum of Understanding shall remain in effect as long as 
funds exist in the CARES Act RLF. 
 
7. This Memorandum of Understanding shall be governed by the laws of the 
State of South Carolina. 
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IN WITNESS WHEREOF, We, the undersigned, have read and agree with all 
sections of the Memorandum of Understanding. 

 
 
WITNESS:     CITY OF CHARLESTON 
 
 
_____________________________  By:  ________________________________  
 
       Its: ________________________________  

  
 
WITNESS:     CHARLESTON CITYWIDE LOCAL 
       DEVELOPMENT CORPORATION 
 
 
_____________________________  By: ________________________________  
 
       Its: ________________________________ 
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EXHIBIT A 

 
Attach Grant Award Documents  
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EXHIBIT B 

 
LDC Duties 

 
 

1. Provide City with quarterly summary of loan and bank activity and 
administrative draws, including copies of bank statements, LDC Balance 
Sheet, and documents supporting the administrative costs. 

2. Permit City to conduct on-site monitoring of loan and bank records as 
deemed necessary by the City.  

3. Provide copy to the City of the annual audit. 
4. Provide copies to the City of all correspondence with the EDA. 
5. Maintain a separate bank account for this award. 
6. Complete the ACH Vendor Enrollment Form. 
7. Provide copies to the City of all financial reporting sent to the EDA. 
8. Provide to the City the names of the parties that are required to take the 

OIG Fraud Awareness Training. 
9. Provide evidence of adequate fidelity bond coverage for persons 

authorized to handle funds under the Grant Award to City and EDA. 
10.  All other duties as may be required to comply with the terms and 

conditions of the Grant Award Documents. 
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C) Updates to Authorities. 
 
1) Updates to Regulations. 

EDA may issue changes from time to time to the regulations in chapter III of 13 CFR and 
OMB may issue changes from time to time to the regulations at 2 CFR part 200. 
Recipient must adhere to any such regulatory change in administering the RLF Award as 
of the effective date of such change. However, RLF loans made by Recipient prior to the 
effective date of the change are not affected unless so required by law. In the event of a 
conflict between these RLF Standard Terms and Conditions and the regulations in 
chapter III of 13 CFR or 2 CFR part 200, the regulations will control. 

 
2) Effective Date of RLF Standard Terms & Conditions. 

These RLF Standard Terms and Conditions are effective as of the date of execution of the 
RLF Award or, if attached to the RLF Award by amendment, as of the date of execution 
of such amendment. 

 
D) Recipient as Trustee.  

Recipient holds RLF Award funds in trust to serve the purposes of the RLF Award. 
Recipient’s obligation to the Federal Government continues as long as the Federal assets 
continue to exist. The Federal assets may include cash, receivables, Personal Property, Real 
Property, and notes or other financial instruments acquired through the use of RLF Award 
funds. If EDA determines that Recipient has failed to meet any of its obligations under this 
RLF Award, the agency may assert its equitable reversionary interest, or the Federal Interest, 
in the RLF assets. However, EDA’s non-assertion of its Federal Interest does not constitute a 
waiver thereof. 
 

E) Additional Funding. 
EDA has no obligation to provide any additional funding in connection with the RLF Award. 
Any amendment of the RLF Award to increase funding or to extend the period of 
performance is at the sole discretion of EDA and must be memorialized in writing. 
 

F) Definitions. 
Capitalized terms used but not otherwise defined in these RLF Standard Terms and 
Conditions have the meanings ascribed to them at 13 CFR §§ 300.3, 307.8, and 314.1. 
“Days” as used herein means calendar days unless expressly stated otherwise. 
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PART II: 
RECIPIENT’S OPERATION OF THE RLF 

 
A) RLF Plan. 

 
1) General Requirements. 

Recipient must administer the RLF in accordance with an EDA-approved RLF Plan. 
Recipient must develop an RLF Plan and submit it to EDA for approval. EDA will 
evaluate the RLF Plan, and EDA may require changes before approving the RLF Plan. 
Recipient may not make RLF loans prior to EDA approval of Recipient’s initial RLF 
Plan. 

 
2) Format and Content. (13 CFR § 307.9(a)) 
 

a) Title Page: The RLF Plan must begin with a title page that includes the name of 
Recipient and the date that the Plan was adopted by Recipient.  

 
b) Part I: The RLF Plan must include a Part I entitled “Revolving Loan Fund Strategy,” 

which summarizes the following: 
(i) the Comprehensive Economic Development Strategy (CEDS) or EDA-approved 

economic development plan for the region in which the RLF operates; 
(ii) the business development objectives of the RLF; and 
(iii)the financing strategy, policy, and portfolio standards of the RLF. 

 
c) Part II: The RLF Plan must include a Part II entitled “Operational Procedures,” to 

serve as the internal operating manual for the RLF and include procedures to ensure 
Recipient and borrowers comply with applicable laws and regulations, including but 
not limited to 13 CFR part 307. Part II must also include the following: 
(i) administrative procedures for operating the RLF consistent with “Prudent 

Lending Practices,” as defined at 13 CFR § 307.8;  
(ii) environmental review and compliance procedures as set forth at 13 CFR § 307.10; 

and 
(iii)conflicts of interest rules set forth at 13 CFR § 302.17. 

 
3) EDA Evaluation of RLF Plan. (13 CFR § 307.9(b)) 

In evaluating an RLF Plan, EDA will ensure that the RLF Plan: 
 

a) Demonstrates consistency with the CEDS or EDA-approved development plan for the 
region in which the RLF is located; 

 
b) Does not contravene EDA’s conflict of interest rules;  
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c) Identifies the strategic purpose of the RLF and the considerations influencing the 
selection of its financing strategy and lending criteria, including: 
(i) An analysis of the local capital market and the financing needs of the targeted 

businesses; and 
(ii) Financing policies and portfolio standards which are consistent with EDA’s 

policies and requirements; 
 

d) Demonstrates an adequate understanding of commercial loan portfolio management 
procedures, including loan processing, underwriting, closing, disbursement, servicing, 
collection, monitoring, and foreclosure; and 

 
e) Provides sufficient administrative procedures to prevent conflicts of interest, require 

accountability, safeguard RLF assets, and ensure compliance with Federal, State, and 
local laws. 

 
4) Updates and Modifications. (13 CFR § 307.9(c)) 

Recipient’s RLF Plan must be updated once every five years, or sooner if necessary to 
adapt to changing economic conditions. However, EDA may require Recipient to update 
the RLF Plan at any time to incorporate new approaches, align with an updated CEDS, or 
as otherwise required by EDA. Recipient must submit any updates or modifications to the 
RLF Plan for EDA approval, and EDA may condition such approval on any changes that 
EDA deems necessary. 

 
B) Pre-Disbursement Requirements. 

 
1) Accounting Certification. (13 CFR § 307.11(a)(1)(i)) 

Within 60 days before the initial disbursement of EDA funds, Recipient must provide in a 
form acceptable to EDA a certification signed by an authorized representative of 
Recipient certifying that Recipient’s accounting system is adequate to identify, safeguard, 
and account for the entire RLF Capital Base, outstanding RLF loans, and other RLF 
operations. Recipient is required to maintain the adequacy of the RLF’s accounting 
system for the duration of the RLF’s operation. 

 
2) Loan Document Certifications. (13 CFR § 307.11(a)(1)(ii)) 

Within 60 days before the initial disbursement of EDA funds, Recipient must provide in a 
form acceptable to EDA a certification signed by an authorized representative of 
Recipient that standard RLF loan documents reasonably necessary or advisable for 
lending are in place, and a certification from Recipient’s legal counsel that the standard 
RLF loan documents are adequate and comply with the terms and conditions of the RLF 
Award, RLF Plan, and applicable State and local law. Recipient is required to maintain 
and appropriately update standard RLF loan documents at all times for the duration of the 
RLF’s operation. The standard loan documents must include, at a minimum, the 
following: 
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(i) Loan application; 
(ii) Loan agreement; 
(iii) Board of directors’ meeting minutes approving the RLF loan; 
(iv) Promissory note; 
(v) Security agreement(s); 
(vi) Deed of trust or mortgage (as applicable); 
(vii) Agreement of prior lien holder (as applicable); and 
(viii) Evidence demonstrating that credit is not otherwise available on terms and 

conditions that permit the completion or successful operation of the activity to 
be financed. 

 
3) Fidelity Bond Coverage. (13 CFR § 307.11(a)(1)(iii)) 

Within 60 days before the initial disbursement of EDA funds, Recipient must provide in a 
form acceptable to EDA evidence of fidelity bond coverage for persons authorized to 
handle funds under the RLF Award in an amount sufficient to protect the interests of 
EDA and the RLF. At a minimum, the amount of coverage must be the maximum loan 
amount allowed for in the EDA-approved RLF Plan. Recipient must maintain sufficient 
fidelity bond coverage as described in this Subsection for the duration of the RLF’s 
operation. 

 
C) Disbursement of RLF Funds. 

 
1) Purpose of Disbursements. (13 CFR § 307.11(b)) 

RLF Award funds disbursed by EDA to Recipient may only be used by Recipient to close 
a loan or otherwise disburse loan funds to a borrower. 

 
2) Amount of Disbursement. (13 CFR § 307.11(c)) 

EDA will only disburse to Recipient an amount of RLF Award funds equal to the amount 
required to meet the Federal Share requirement of a new RLF loan. Recipient need not 
apply RLF Income earned or principal repaid to new RLF loans during the Disbursement 
Phase of the RLF Award, unless otherwise specified in the terms of the RLF Award. 
 

3) Interest-bearing Account. (13 CFR § 307.11(d)) 
Recipient must hold in an interest-bearing account all RLF Award funds that have been 
disbursed by EDA to Recipient but that have not yet been disbursed to a borrower by 
Recipient. (RLF Cash Available for Lending must also be held in an interest-bearing 
account, as discussed further in Section E, Financial Administration of the RLF.) 
 

4) Delays. (13 CFR § 307.11(e)) 
All RLF Award funds disbursed by EDA to Recipient must in turn be disbursed by 
Recipient to a borrower within 30 days of Recipient’s receipt of the RLF Award funds. 
Recipient must refund to EDA any RLF Award funds not disbursed to a borrower within 
the 30-day period, pursuant to the procedures set forth at 13 CFR § 307.11(e). However, 
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RLF Award funds returned to EDA pursuant to this Subsection may be available to 
Recipient for future draw-downs. 
 

5) Local Share. (13 CFR § 307.11(f)) 
Recipient’s matching funds required pursuant to the RLF Award are known as the Local 
Share. Recipient must maintain the Local Share committed to the RLF Award, available 
as needed, and not conditioned or encumbered in any way that precludes its use 
consistent with the RLF Award. 
 
Recipient must use its cash Local Share of the RLF Award for lending purposes only. 
Recipient’s cash Local Share must be used either in proportion to the RLF Award funds 
or at a faster rate than the RLF Award funds. Any in-kind share provided by Recipient as 
part of the RLF Award must be treated in accordance with the procedures set forth at 13 
CFR § 307.11(f)(2). 
 

6) Disbursement Schedule. (13 CFR § 307.11(g)) 
Recipient must draw down RLF Award funds in accordance with the terms of RLF 
Award, including any draw-down schedule in the Special Award Conditions or Specific 
Award Conditions. If Recipient fails to adhere to any of these terms, EDA may de-
obligate part or all of the non-disbursed balance of the RLF Award. Factors that EDA 
may consider in choosing whether to de-obligate part or all of the non-disbursed balance 
are set forth at 13 CFR § 307.11(g)(2). Additionally, the procedure for Recipient to 
request an extension to draw down the RLF Award and the factors that EDA will 
consider in evaluating such a request are set forth at 13 CFR § 307.11(h). 
 

7) Method of Disbursement. 
EDA will determine the method by which RLF Award funds will be disbursed to 
Recipient. EDA generally disburses RLF funds using an Electronic Funds Transfer rather 
than the ASAP system discussed at Section B., Financial Requirements, Subsection .02, 
Award Payments, of the DOC Standard Terms and Conditions (incorporated into these 
RLF Standard Terms and Conditions in Part III). Recipient must include the RLF Award 
number on all payment-related correspondence, information, and forms. 
 

8) DOC Standard Terms and Conditions. 
See the DOC Standard Terms and Conditions, Section B., Financial Requirements, 
Subsection .02, Award Payments (incorporated into these RLF Standard Terms and 
Conditions in Part III), for additional information related to disbursement, including 
special disbursement procedures for States and procedures for requesting disbursements. 
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D) Lending. 
 
1) Prudent Lending Practices. (13 CFR § 307.8) 

Recipient must administer the RLF in accordance with Prudent Lending Practices, which 
means generally accepted underwriting and lending practices for public loan programs 
based on sound judgment to protect Federal and Recipient interests. Prudent Lending 
Practices must be applied to loan processing, documentation, loan approval, servicing, 
administrative procedures, collateral protection, collections, and recovery actions, as well 
as compliance with local laws and filing requirements to perfect and maintain a security 
interest in RLF collateral. 

 
2) Lending Area. (13 CFR § 307.18(a)) 
 

a) General Requirement. Recipient may make loans only within the EDA-approved 
lending area, as set forth and defined in the RLF Award and the RLF Plan. 

 
b) Modification of Lending Area. Recipient may add an additional lending area to its 

existing lending area to create a new lending area only with EDA’s prior written 
approval and subject to the provisions and conditions set forth at 13 CFR § 307.18(a). 

 
3) Interest Rates. (13 CFR § 307.15(b)) 
 

a) Recipient may make loans to eligible borrowers at interest rates and under conditions 
determined by Recipient to be appropriate in achieving the goals of the RLF, subject 
to the minimum interest rate requirement in Subsection b), below. 

 
b) The minimum interest rate that Recipient may charge is four (4) percentage points 

below the lesser of the current money center prime rate quoted in the Wall Street 
Journal or the maximum interest rate allowed under State law. In no event shall an 
interest rate be less than the lower of four (4) percent or 75 percent of the prime 
interest rate listed in the Wall Street Journal. However, should the prime interest rate 
listed in the Wall Street Journal exceed fourteen (14) percent, the minimum RLF 
interest rate is not required to be raised above ten (10) percent if doing so 
compromises the ability of Recipient to implement its financing strategy. 

 
4) Purpose of Loans and Use of RLF Cash Available for Lending. (13 CFR § 307.17(c)) 
 

a) Recipient shall not use RLF Award funds to: 
(i) Acquire an equity position in a private business. 
(ii) Subsidize interest payments on an existing RLF loan. 
(iii) Provide a loan to a borrower for the purpose of meeting the requirements of 

equity contributions under another Federal agency’s loan program. 
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(iv) Enable a borrower to acquire an interest in a business either through the 
purchase of stock or through the acquisition of assets, unless sufficient 
justification is provided in the loan documentation. Sufficient justification may 
include acquiring a business to save it from imminent closure or to acquire a 
business to facilitate a significant expansion or increase in investment with a 
significant increase in jobs. The potential economic benefits must be clearly 
consistent with the strategic objectives of the RLF. 

(v) Provide funds to a borrower for the purpose of investing in interest-bearing 
accounts, certificates of deposit, or any investment unrelated to the RLF. 

(vi) Refinance existing debt, unless: 
(a) Recipient sufficiently demonstrates in the loan documentation a “sound 

economic justification” for the refinancing (e.g., the refinancing will support 
additional capital investment intended to increase business activities). For this 
purpose, reducing the risk of loss to an existing lender(s) or lowering the cost 
of financing to a borrower shall not, without other indicia, constitute a sound 
economic justification; or 

(b) RLF funds will finance the purchase of the rights of a prior lien holder during 
a foreclosure action which is necessary to preclude a significant loss on an 
RLF loan. RLF funds may be used for this purpose only if there is a high 
probability of receiving compensation from the sale of assets sufficient to 
cover an RLF’s costs plus a reasonable portion of the outstanding RLF loan 
within a reasonable time frame approved by EDA following the date of 
refinancing. 

(vii) Serve as collateral to obtain credit or any other type of financing without EDA’s 
prior written approval (e.g., loan guarantees). 

(viii) Support operations or administration of the RLF Recipient. 
(ix) Undertake any activity that would violate EDA Property regulations found at 13 

CFR part 314. 
(x) Finance gambling activity, performances or products of a prurient sexual nature, 

or any illegal activity, including the cultivation, distribution, or sale of 
marijuana that is illegal under Federal law. 

 
b) Nonrelocation. Recipient must not use RLF Award funds to induce the relocation of 

existing jobs within the U.S. that are located outside of Recipient’s jurisdiction to 
within its jurisdiction in competition with other U.S. jurisdictions for those same jobs. 
In the event that EDA determines that RLF Award funds were used for such 
purposes, EDA may pursue appropriate enforcement action, including suspension of 
disbursements and termination of the RLF Award, which may include the 
establishment of a debt requiring the Recipient to reimburse EDA.  
 

c) Each loan agreement must clearly and in detail state the purpose of each loan. 
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5) Credit Not Otherwise Available. 

Recipient must explicitly determine and demonstrate in the loan documentation for each 
RLF loan that credit is not otherwise available on terms and conditions that permit the 
completion or successful operation of the activity to be financed. 

 
6) RLF Leveraging. (13 CFR § 307.15(c)) 
 

a) Unless otherwise specified in the terms of the RLF Award, Recipient must leverage 
additional investment of at least two (2) dollars for every one (1) dollar of RLF loans. 
This leveraging requirement applies to the RLF portfolio as a whole rather than to 
individual loans and is effective for the duration of the RLF’s operation. To be 
classified as leveraged, additional investment must be made within twelve months of 
approval of an RLF loan closing, as part of the same business development project, 
and may include: 

 
(i) Capital invested by the borrower or others; 
(ii) Financing from private entities;  
(iii)The non-guaranteed portions and ninety (90) percent of the guaranteed 

portions of any Federal loan; or 
(iv) Loans from other State and local lending programs. 

 
b) Accrued equity in a borrower’s assets may not be included in the calculation of 

leveraged additional investment. 
 
7) Environmental Impact. (13 CFR § 307.10(a)) 

Recipient must adopt and the RLF Plan must include procedures for compliance with 
applicable environmental laws and regulations, including to review the impacts of 
prospective loan proposals on the physical environment. Recipient must also comply 
with, and ensure that potential borrowers comply with, applicable environmental laws 
and regulations. See the DOC Standard Terms and Conditions, Section G., National 
Policy Requirements, Subsection .04, Environmental Requirements (incorporated into 
these RLF Standard Terms and Conditions in Part III), for additional information related 
to environmental requirements. 

 
8) Protection of RLF Assets. (13 CFR § 307.10(b)) 

Recipient must ensure that prospective borrowers, consultants, and contractors are aware 
of and comply with the Federal, State, and local statutory and regulatory requirements 
that apply to activities carried out with RLF loans. RLF loan agreements must include 
applicable Federal, State, and local requirements to ensure compliance, and Recipient 
must adopt procedures to diligently correct instances of non-compliance, including loan 
call stipulations. 
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9) Hold Harmless Provision. (13 CFR § 307.10(c)) 
All RLF loan documents and procedures must protect and hold the Federal Government 
harmless from and against all liabilities that the Federal Government may incur as a result 
of providing an award to assist (directly or indirectly) in site preparation or construction, 
as well as the direct or indirect renovation or repair of any facility or site. These 
protections apply to the extent that the Federal Government may become potentially 
liable as a result of ground water, surface, soil or other natural or man-made conditions 
on the property caused by operations of Recipient or any of its borrowers, predecessors or 
successors. 

 
10) Requirements Relating to RLF Loans Funding Construction. 

 
a) Davis-Bacon. In accordance with section 602 of PWEDA (42 U.S.C. § 3212), all 

laborers and mechanics employed by contractors or subcontractors on construction-
related projects receiving investment assistance under PWEDA shall be paid wages 
not less than those prevailing on similar construction in the locality, as determined by 
the U.S. Secretary of Labor in accordance with subchapter IV of chapter 31 of title 
40, United States Code. See 13 CFR § 302.13. Therefore, Recipient must comply 
with, and must further ensure that any borrower, contractor, or subcontractor 
complies with Davis-Bacon prevailing wage rates where construction work is 
financed in whole or in part with RLF Award funds. Where the land facilitating 
construction is purchased in part or in whole with RLF Award funds, this requirement 
extends to construction work, including that which is not directly paid for with RLF 
Award funds. 

 
b) The Contract Work Hours and Safety Standards Act. Recipient must ensure that any 

borrower, contractor, or subcontractor complies with the Contract Work Hours and 
Safety Standards Act (40 U.S.C. § 3701, et seq.), which provides work hour standards 
for every laborer and mechanic employed by a contractor or subcontractor in the 
performance of certain work financed at least in part with Federal funds. 

 
E) Financial Administration of the RLF. 

 
1) General Requirements. 

Recipient is responsible for the administrative costs associated with operating the RLF. 
Any future funding to recapitalize the RLF Award is dependent upon the successful 
management of the RLF Award from both a programmatic and financial perspective, 
future Congressional appropriations to support the program, and Recipient securing a 
competitive award of EDA funds. 
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2) RLF Cash Available for Lending. (13 CFR § 307.17(a)) 
 

a) Defined. RLF Cash Available for Lending means the portion of the RLF Capital Base 
that is held as cash and available to make loans. RLF Cash Available for Lending 
does not include cash committed to loans that have been approved but have not yet 
been funded. 

 
b) General Requirements. Recipient must deposit and hold all RLF Cash Available for 

Lending in an interest-bearing account. (RLF funds that have been disbursed by EDA 
to Recipient but that have not yet been disbursed to a borrower by Recipient must 
also be held in an interest-bearing account, as discussed further in Section C, 
Disbursement of RLF Funds). RLF Cash Available for Lending must be used only for 
the purpose of making RLF loans, or such other purpose as approved in writing by 
EDA. 

 
3) RLF Income. (13 CFR § 307.12(a)) 
 

a) Defined. RLF Income means interest earned on outstanding loan principal and 
accounts holding RLF funds, all fees and charges received by the RLF, and other 
income generated from RLF operations.  

 
b) Use of RLF Income. Recipient may use RLF Income to pay for RLF administrative 

costs, provided the RLF Income is earned and the administrative costs are accrued in 
the same fiscal year of Recipient. Recipient must add to the RLF Capital Base any 
RLF Income that is not used for administrative costs during the same fiscal year of 
Recipient that it was earned. 

 
c) Administrative Costs Exceeding RLF Income. Recipient shall not use funds from the 

RLF Capital Base to pay for or reimburse administrative costs unless EDA has 
approved such use in writing. 

 
4) Cost Principles. (13 CFR § 307.12(b)) 

When charging costs against RLF Income, Recipient must comply with the cost 
principles of the OMB Uniform Guidance set forth at 2 CFR part 200 subpart E – Cost 
Principles. 

 
5) Priority of Payments on Defaulted RLF Loans. (13 CFR § 307.12(c)) 
 

a) When Recipient receives proceeds on a defaulted or written off RLF loan, Recipient 
must apply such proceeds in the following order of priority: 
(i) First, towards any costs of collection; 
(ii) Second, towards outstanding penalties and fees; 
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(iii)Third, towards any accrued interest to the extent due and payable; and 
(iv) Fourth, towards any outstanding principal balance. 

 
6) Voluntarily Contributed Capital. (13 CFR § 307.12(d)) 

If Recipient wishes to inject additional capital into the RLF Capital Base to augment the 
amount of resources available to lend, Recipient must submit a written request to EDA 
which specifies the source of the funds to be added. Once approved by EDA, any 
additional capital injected into the RLF becomes an irrevocable part of the RLF Capital 
Base and may not be subsequently withdrawn or separated from the RLF. Upon 
termination, the Federal Share will be calculated by applying the Investment Rate to the 
entire RLF Capital Base, including any such additional capital, unless otherwise 
approved by the EDA Grants Officer. 

 
7) Accounting Principles. (13 CFR § 307.15(a)) 
 

a) Recipient must operate the RLF in accordance with generally accepted accounting 
principles (GAAP) as in effect in the United States and the provisions outlined in the 
audit requirements set out as subpart F to 2 CFR part 200 and the Compliance 
Supplement, which is appendix XI to 2 CFR part 200, as applicable. 

 
b) In accordance with GAAP, a loan loss reserve may be recorded in Recipient’s 

financial statements to show the fair market value of the RLF’s loan portfolio, 
provided this loan loss reserve is non-funded and represented by a non-cash entry. 
However, a loan loss reserve may not be used to reduce the value of the RLF in the 
Schedule of Expenditures of Federal Awards (SEFA) required as part of Recipient’s 
audit requirements under 2 CFR part 200 or in reporting to EDA in the RLF Financial 
Report (Form ED-209). 

 
8) Audits. (13 CFR § 307.12(b)(3)) 
 

a) In General. Recipient must comply with the audit requirements set out as subpart F to 
2 CFR part 200, which applies to audits of Recipient’s fiscal years beginning on or 
after December 26, 2014. In addition, the Compliance Supplement, which is appendix 
XI to 2 CFR part 200, applies as appropriate. Generally, if Recipient expends 
$750,000 or more in Federal awards during Recipient’s fiscal year, Recipient must 
have a single or program-specific audit conducted for that fiscal year. 

 
b) Audit Requirement if Recipient is under the $750,000 Threshold. 

(i) If Recipient was not otherwise required to arrange for a single or program-specific 
audit for the fiscal year preceding the effective date of these RLF Standard Terms 
and Conditions, either because Recipient expends less than $750,000 in Federal 
awards annually or for any other reason, Recipient is hereby required to submit to 
EDA a program-specific independent audit that fulfills the requirements of 2 CFR 
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§ 200.507 and adheres to the Compliance Supplement in appendix XI to 2 CFR 
part 200 for the fiscal year preceding the effective date of these RLF Standard 
Terms and Conditions, unless such requirement is waived by EDA. 

(ii) In lieu of the program-specific audit required under Subsection (i) of this Section, 
Recipient may submit an organization-wide independent audit to EDA. EDA will 
inform Recipient whether such audit fulfills Recipient’s obligations under this 
Section. If EDA determines that Recipient’s organization-wide audit is not an 
adequate substitute for the program-specific audit, Recipient must submit a 
program-specific audit that meets the requirements of Subsection (i) of this 
Section. 

(iii)EDA may require a program-specific audit that meets the requirements of 
Subsection (i) of this Section as frequently as once per Recipient fiscal year, or 
less frequently as EDA determines appropriate. 

(iv) Such program-specific audit or organization-wide audit must be submitted to 
EDA within the earlier of 30 days after receipt of the auditor’s report, or nine 
months after the end of the audit period (i.e., Recipient’s fiscal year). 

(v) RLF Income may be used to pay for a program-specific audit required under 
Subsection (i) of this Section. If Recipient has insufficient RLF income to pay for 
such an audit, Recipient may seek EDA approval to use RLF Capital Base funds 
to cover such audit costs, and EDA approval will not be unreasonably withheld. 

 
c) DOC Standard Terms and Conditions. See the DOC Standard Terms and Conditions, 

Section D., Audits (incorporated into these RLF Standard Terms and Conditions in 
Part III), for additional information related to audit requirements. 

 
F) RLF Reports. (13 CFR § 307.14) 

 
1) Frequency of Reports. 

Recipient must complete and submit an RLF report, using Form ED-209, at a frequency 
as required by EDA. EDA may allow high-performing RLFs, as evaluated through the 
Risk Analysis System outlined in Section G, to report on an annual basis, with Form ED-
209 generally due within 90 days of Recipient’s fiscal year end. Other RLFs will 
generally report on a semiannual basis, with Form ED-209 generally due within 30 days 
of Recipient’s fiscal year end and again six months later. 

 
2) Report Certification. 

Recipient must certify to EDA as part of the RLF report that the information provided is 
complete and accurate, and that the RLF is operating in accordance with the applicable 
EDA-approved RLF Plan. This certification is included on Form ED-209. 

 
3) Government Performance and Results Act Reporting. 

Recipient must report to EDA on RLF performance for Government Performance and 
Results Act (GPRA) purposes as required by EDA. Recipient shall provide required data 
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on a standardized form provided by EDA. Data used by Recipient in preparing such 
reports must be accurate and from independent sources whenever possible. 
 

4) DOC Standard Terms and Conditions. 
See the DOC Standard Terms and Conditions, Section A., Programmatic Requirements, 
Subsection .01, Reporting Requirements (incorporated into these RLF Standard Terms 
and Conditions in Part III), for additional information related to reporting requirements. 
In particular, note that the Federal Financial Report (Form SF-425) must be submitted 
regularly during the Disbursement Phase of the RLF Award. 

 
G) EDA Evaluation and Oversight of the RLF Award. 

 
1) Allowable Cash Percentage. (13 CFR § 307.17(b)) 

 
a) In General. EDA will notify Recipient on an annual basis of the Allowable Cash 

Percentage that is applicable to lending during Recipient's ensuing fiscal year. During 
the Revolving Phase, Recipient must manage its loan repayment and lending schedule 
in order to avoid exceeding the Allowable Cash Percentage. 
 

b) Noncompliance. Recipient must not hold RLF Cash Available for Lending so that it is 
50 percent or more of the RLF Capital Base for 24 months without an EDA-approved 
extension request based on other EDA risk analysis factors or extenuating 
circumstances. 

 
2) Risk Analysis System. (13 CFR § 307.16(a)) 

EDA will evaluate Recipient’s management and operation of the RLF Award using a 
Risk Analysis System that measures a variety of factors, including but not limited to 
capital, assets, management, earnings, liquidity, and strategic results. EDA plans to 
provide to Recipient a risk analysis rating of the RLF on at least an annual basis. 

 
3) Corrective Action. (13 CFR § 307.16(b)) 

Recipient will generally be allowed a reasonable period of time to increase its 
performance relative to risk factors identified by EDA through the Risk Analysis System. 
However, persistent noncompliance with risk factors identified through the Risk Analysis 
System will result in EDA seeking appropriate remedies for noncompliance, including 
those set forth at 13 CFR § 307.21. 

 
4) Noncompliance. (13 CFR §§ 307.20, 307.21) 

Recipient must operate the RLF in accordance with the terms of the RLF Award, these 
RLF Standard Terms and Conditions, the RLF Plan, and any other requirements that may 
apply to the RLF. If Recipient fails to operate the RLF accordingly, including through 
one of the types of noncompliance set forth at 13 CFR § 307.20, EDA may pursue one or 
more of the remedies for noncompliance set forth at 13 CFR § 307.21, including 
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suspension or termination of the RLF Award (discussed in more detail in paragraphs 5) 
and 6) below). 

 
5) Suspension. (13 CFR § 307.21(c)) 

EDA may suspend an RLF Award when EDA determines that circumstances warrant 
temporarily stopping all activity under the RLF Award, including making payments to 
Recipient, until Recipient takes corrective action as specified by EDA. Upon suspension, 
Recipient would be prohibited from engaging in new lending activity, although normal 
loan servicing and collection efforts would continue. Recipient might also be subject to 
restrictions on the use of RLF Income and directed to take specific actions to protect the 
RLF assets, as appropriate. 
 

6) Termination. (2 CFR § 200.339) 
The RLF Award may be terminated in whole or in part as follows: 

 
a) Termination by EDA for Recipient’s Failure to Comply with the Terms of the RLF 

Award. EDA may terminate the RLF Award, in whole or in part, if Recipient fails to 
materially comply with the terms of the RLF Award, including, but not limited to, 
persistent noncompliance with risk factors identified through the Risk Analysis 
System or the types of noncompliance described at 13 CFR § 307.20. 

 
b) Termination by EDA for Cause. EDA may terminate the RLF Award for cause, 

including if required by a circumstance beyond EDA’s control, such as a 
Congressional mandate. 

 
c) Termination by Recipient. Recipient may terminate the RLF Award in whole or in 

part upon sending the EDA Grants Officer for the RLF Award written notification 
setting forth the reasons for such termination, the effective date, and, in the case of 
partial termination, the portion to be terminated. However, if EDA determines in the 
case of partial termination that the reduced or modified portion of the RLF Award 
will not accomplish the purposes for which the RLF Award was made, EDA may 
terminate the RLF Award in its entirety. 

 
d) Termination Upon Mutual Agreement. EDA and Recipient may mutually agree to 

terminate the RLF Award in whole or in part. In such cases, EDA and Recipient must 
agree upon the termination conditions, including the effective date and, in the case of 
partial termination, the portion to be terminated.  

 
e) If the RLF Award is wholly or partially terminated, Recipient remains responsible for 

compliance with the Closeout and Post-closeout adjustments and continuing 
responsibilities requirements as described at 2 CFR §§ 200.343 and 200.344. 
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H) Consolidation and Merger of RLF Awards. (13 CFR § 307.18(b)) 
 
1) Consolidation of Recipient’s Awards. 

With EDA’s prior written approval, and provided Recipient satisfies the conditions set 
forth at 13 CFR § 307.18(b)(1), Recipient may consolidate two or more of its EDA-
funded RLFs into one surviving RLF. 

 
2) Merger of Recipient and Other Recipients’ Awards. 

With EDA’s prior written approval, and provided that the conditions set forth at 13 CFR 
§ 307.18(b)(2) are satisfied, Recipient may merge its RLF Award(s) with another 
recipient’s EDA-funded RLF award(s), resulting in one surviving RLF. 

 
I) Conflicts of Interest. 

 
1) Definitions. (13 CFR § 300.3) 

An “Interested Party” is any officer, employee or member of the board of directors or 
other governing board of Recipient, including any other parties that advise, approve, 
recommend or otherwise participate in the business decisions of Recipient, such as 
agents, advisors, consultants, attorneys, accountants or shareholders. An Interested Party 
also includes such a person’s “Immediate Family” (defined as a person’s spouse, 
significant other or partner in a domestic relationship, parents, grandparents, siblings, 
children and grandchildren, but not distant relatives, such as cousins, unless the distant 
relative lives in the same household as the person) and other persons directly connected 
to that person by law or through a business arrangement. 

 
2) Conflicts of Interest Generally. (13 CFR § 302.17(a)) 

 
a) A conflict of interest generally exists when an Interested Party participates in a matter 

that has a direct and predictable effect on the Interested Party’s personal or financial 
interests or there is an appearance that an Interested Party’s objectivity in performing 
his or her responsibilities under the Project is impaired. 

 
b) An appearance of impairment of objectivity could result from an organizational 

conflict where, because of other activities or relationships with other persons or 
entities, an Interested Party is unable or potentially unable to render impartial 
assistance, services, or advice to the Recipient. It also could result from non-financial 
gain to an Interested Party, such as benefit to reputation or prestige in a professional 
field. 

 
3) Conflicts of Interest Rules Specific to RLFs. (13 CFR § 302.17(c)) 

Recipient must adhere to EDA conflicts of interest rules set forth at 13 CFR § 302.17, 
including the following rules specific to RLFs: 
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